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Welding in Saskatchewan, summer 1969 


Operations 1969 1968 


Operating revenues. . 3... . . 2 CC. $232,405,159 $195,658,773 
Operating profit... el sti dc st 42,209,956 38,347,892 
NWepmeome: 2...) a lll 14,865,909 17,273,598 
Fume; provided from operations. == =. «=. gc 33,436,391 32,771,379 
Dividends declared 


Rieieeea shares © 3: 5,588,815 4,883,703 
Mommon saaleS = sl ee 8,278,216 8,241,726 

_ Net income per common share 
| On average shares olitstanding duling yeat. ==.» gs 1.12 1.53 
nm shares outstanding December sl 6 = 8. . a ee, 1.12 4,53 
| Divigends declared, percommon snare . =... .. . . . . be ke 1.00 1.00 


_ Gas Sales (millions of cubic feet) 


OO  rrr”rC—“‘“‘ RR 605,000 516,000 
7 Maximum day, natural gas delivered for sale and transportation. . . . .... +++ se ee. 2,298 2,045 


Gas Transmission Plant (at December 31) 
Gross plant... . . : : eG : a : S$ 796,414:334  $727,363,224 


Wiles ci pipeline (inching loop line) ee 3,638 3,425 
pals Of COMpressor Stations . 46 46 
—Gompressor noisepowet. . . . se. 753,660 710,560 


As indicated in quarterly reports, 
1969 was a difficult year and operat- 
ing results were disappointing. Al- 
though sales of natural gas increased 
about 19% over 1968, the net income 
was significantly less than anticipat- 
ed by your Directors at the beginning 
of the year. The increase in the cost 
of interest on short term borrowings, 
an increase in the rate of return paid 
to The Alberta Gas Trunk Line 
system for gathering gas, reduced 
throughput resulting from Great 
Lakes’ start-up problems, a more 
extended shutdown of the Trans- 
Canada system in Northern Ontario 
for upgrading, and delays in com- 
pletion of producers’ gas processing 
facilities late in the year, were the 
major factors that contributed to the 
reduction in income. 

The 1969 earnings per common 
share were $1.12 compared with 
$1.53 a year earlier. Operating re- 
venues were $232,405,000 com- 
pared with $195,659,000 in 1968, 
and the volume of gas sold was 605 
billion cubic feet, up from 516 billion 
cubic feet the previous year. Be- 
cause of the cost and throughput 
problems. encountered, net income 
before provision for dividends on 
preferred shares dropped to 
$14,866,000 from $17,274,000 in 
1968. The net income available for 
common shares was $9,271,000, 
down from $12,626,000 a_ year 
earlier. 

The average daily throughput in- 
creased substantially late in Decem- 
ber after delays in construction and 
maintenance in producers’ proces- 
sing plants in Alberta were rectified, 
and exceeded 2,000,000 Mcf per 
day. This improved throughput con- 
tinued through January and Febru- 
ary, reflecting the growth of your 
company’s markets, and the use of 
the expanded capacity of the trans- 
mission system installed during the 
1969 construction program. 

Late in December a 1969 peak day 
was established when 2,298,000 
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Mcf of gas was delivered to market. 
The wide acceptance of natural gas 
in the eastern Canadian and U.S. 
middle-west markets served by the 
TransCanada system continued to 
be encouraging. In 1969, natural 
gas supplied approximately 23% 
of Canada’s total requirements for 
energy and by 1990 it is estimated 
that gas-will supply more than a 
third of substantially greater Cana- 
dian requirements. 

During the year, 213 miles of 36 
inch loop line were added to the 
gas transmission system in Saskat- 
chewan and Manitoba and a total 
of 43,100 horsepower was installed 
at compressor stations along the 
system. An important part of the 
1969 construction program involved 
sandblasting and upgrading of 1,350 
miles of pipeline. To obtain the same 
additional throughput that was 
achieved last year by this program, 
an equivalent investment of 
$44,000,000 in new pipeline would 
have been required. The cost of the 
upgrading program was substantial- 
ly less. 

The total 1969 expansion pro- 
gram was completed at a cost of 
$72,982,000. Because it was neces- 
sary to provide for additional sales 
commitments and because of ever- 
increasing costs of materials and 
labour, the 1969 capital expenditure 
program was greater than originally 
planned. 

The 1970 construction program 
includes 159 miles of 36 inch 
loop line and 100,000 horsepower of 
new compression and will cost ap- 
proximately $65,000,000. 

To provide funds for expansion it 
will be recalled the Company ar- 
ranged a U.S. $120,000,000 First 
Mortgage Pipe Line Bond issue and 
$30,000,000 of this issue was drawn 
down in 1967 and 1908.4ine July 
1969 $53,850,000 of these bonds 
were sold and the balance of 
$36,150,000 were sold in January 
1970. The yield on these bonds to the 


investor was approximately 6.93%. 

Your Directors expressed concern 
over rising interest rates in their 
report to you a year ago. Un- 
fortunately rates have soared since 
then and as pointed out, the adverse 
effect is reflected in the results for 
1969. In an effort to limit interest 
cost, short term notes fully secured 
by bank lines of credit were issued 
during the year. The outstanding 
amount of these notes varied from 
time to time up to $50 million. Fur- 
ther long term financing plans are 
now being studied. 

The Company's gas supply posi- 
tlon continues to be strong. How- 
ever, with the dramatic increase in 
the demand for gas in Canada and 
the U.S., the field-price of gas pur- 
chased under new contracts in- 
creased substantially in 1969. In 
contracting for new reserves, Trans- 
Canada has had to undertake to 
make large prepayments to produ- 
cers to secure the reserves of gas — 
required. 

In December, your Company re- 
ceived an addition to its permit from 
Alberta to remove an additional 2.3 
trillion cubic feet of natural gas. This 
extends the total volume under 
Alberta permit to 21.4 trillion cubic 
feet. Late in the year the Company 
applied to remove another 0.96 
trillion cubic feet from Alberta. Our 
Calgary based gas supply depart- 
ment is actively continuing its efforts 
to purchase additional volumes. 

U.S. gas pipeline companies are 
now looking to Canada as a major 
future source of supply, and be- 
cause of the associated implications 
and potential effects on Canada, 
the National Energy Board has con- 
ducted a searching review of policies 
in relation to these potential exports. 

The National Energy Board, tn 
January and February 1970, heard 
your Company's application for ap- 
proval to export 275,000 Mcf per 
day of surplus Canadian gas to the 
U.S. mid-west. The related hearings 


for the import application for this 
project were also conducted before 
the Federal Power Commission in 
Washington by our U.S. customers. 
Applications have also been made 
for regulatory approvals for a new 
sale to Tennessee Gas Pipeline 
Company at Niagara Falls of 30 Bcf 
in 1971. It is extremely important to 
the Company that all governmental 
approvals for these export projects 
be obtained In time to allow comple- 
tion of construction in order to com- 
mence delivery of these exports by 
November 1, 1970. 


After serious start-up problems 
and resultant pressure restrictions, 
the Great Lakes Gas Transmission 
Company system resumed full oper- 
ation in June 1969. Great Lakes has 
recently made several short term 
sales which involve incréased vol- 
umes of gas from TransCanada. The 
ownership of Great Lakes is still 
under review by U.S. regulatory 
authorities. While your Company 
and its Canadian customers support 
the present ownership of Great 
Lakes, which is shared equally by 
American Natural Gas Company 
and TransCanada, your Directors 


are prepared to acquire the 50% 
U.S. share of the ownership if Ameri- 


can Natural 
interest. 
During the year under review, 
TransCanada GasProducts Ltd., 
formerly Trans-Canada Grid of Al- 
berta Limited, a wholly owned sub- 
sidiary of TransCanada, entered into 
an agreement with Dome. Petroleum 
Limited to participate in a project for 
the extraction, transportation and 
marketing of propane, butane and 
natural gasoline from TransCanada’s 
gas stream, above 1.5 Bcf daily. 
The ultimate investment for this 
project is estimated to be about 
$40,000,000, with TransCanada 
GasProducts Ltd. contributing and 
owning half of the project. Alberta 
governmental approvals have been 
obtained and the National Energy 
Board hearings for the permits re- 
quired for this project should take 
place in the near future. At present 
it is expected that this project will be 
in operation in early 1972 and in due 
course make a significant contri- 
bution to the Company’s operations. 
Banner Petroleums Limited con- 
tinued an active exploration and de- 


must dispose of its 


velopment program and made its 
first sales of oil and gas early in 
US AS): 

The company’s wholly owned 
subsidiary, International Pipeline 
Engineering Limited, carried out 
contracts for projects exceeding 
$10,500,000 in total value in Can- 
ada, the U.S. and Australia during 
its first year of operation. 

The most important long term 
planning that is under way in your 
Company is in connection with the 
Northwest Project. During 1969, 
TransCanada along with American 
Natural Gas Company and Natural 
Gas Pipeline Company of America 
commenced major economic and 
engineering studies of a natural gas 
pipeline from Prudhoe Bay, Alaska, 
to Emerson, Manitoba. Recent dis- 
coveries of gas and oil on the North 
Slope of Alaska and in the Macken- 
zie River Delta in Canada confirm 
the wisdom of the decision to active- 
ly proceed with this planning. The 
future of TransCanada must be as- 
sociated with these existing new 
developments on the north-western 
frontiers of Canada. 

The Company has also joined 
Mackenzie Valley Pipeline Research 
Company to study physical problems 
common to both oil and gas pipe- 
line construction through the same 
far north-western area. 

The White Paper on Tax Reform 
released in Ottawa in November 
1969 by the Department of Finance 
is causing your Directors very grave 
concern. If these taxation proposals 
are enacted into law, dividend tax 
credit would not be available to you 
as shareholders until the Company 
commences payment of income 
taxes. Because of the amortization 
of capital cost of your Company’s 
pipeline system which must be 
regularly expanded to meet residen- 
tial, commercial and industrial mar- 
ket requirements, the Company will 
not have to pay income taxes for 
several years. The White Paper 
effectively prevents a shareholder 
from getting full credits on dividends 
paid by expanding companies such 
as TransCanada and makes it very 
difficult for such companies to 
compete for equity capital. 

By far the most important activity 
planned by Directors and manage- 
ment in 1970 is the active pursuit of 


Toronto, Ontario 


the application to the National 
Energy Board for the establishment 
of just and reasonable rates. The 
filing was made in August 1969 and 
expeditious handling of this case by 
the National Energy Board is vital to 
the Company if the required capital 
to expand the pipeline system is to 
be attracted. 

This is TransCanada’s first rate 
application. Many methods of con- 
serving capital and minimizing oper- 
ating expenses have been introduced 
since initial operation of the system 
late in 1958. However, recently, in- 
terest costs and other uncontrollable 
Cost increases have exceeded any 
cost savings that have been accom- 
plished, and relief in the form of a 
rate increase must be obtained. 

In December 1969 Mr. Jules R. 
Timmins, a Director of the Company 
since 1954, resigned as a member of 
the Board of Directors. His fellow 
Directors deeply appreciated the ex- 
perience in large ventures which he 
brought to the Board. His support of 
TransCanada is only part of his im- 
portant contribution to Canada. 

imelviarch. 1970s Nits JOnin = sks 
Coleman, Executive Vice-President 
of the Royal Bank of Canada, was 
appointed a Director. Mr. Coleman 
brings to your Board a wealth of 
business, commercial and financial 
experience and knowledge which 
will be most valuable to the future 
of the Company. 

Many complex corporate matters 
and operating problems were han- 
dled by the employees of the Com- 
pany during the past year and their 
skill, experience and dedicated de- 
sire to serve in the best interest of the 
Company were demonstrated. The 
Directors extend sincere thanks to all 
employees for their continued en- 
thusiastic and loyal efforts. 


On behalf of the Board, 


Chairmanand Chief Executive Officer 
March 11,1970 


Consolidated balance sheet 


December 31, 1969 (with comparative figures at December 31, 1968) 


Assets 


Plant, Property and Equipment 
Gas transmission plant—at cost (Note 1) 
Less accumulated depreciation 


Oil and gas properties—at cost (Note 2) 


Investment In and Advances To Great Lakes Gas Transmission Company—at cost (Note 3) 
Cash on Deposit for Future Investment in Great Lakes Gas Transmission Company 
Special Refundable Tax . 


Current Assets 

Cash. ee 

Accounts receivable : 
Materials and supplies—at cost . 
Line pack gas—atcost .... 
Gas stored underground—at cost 
Prepayments and deposits . 


Deferred Charges 
Unamortized debt discount and expense. 
Great Lakes project (Note 3) 
Additional costs of gas 
Preliminary charges 
Other . 


See accompanying notes to financial statements. 


1969 


$796,414,334 


126,518,927 


669,895,407 
9,045,274 


678,940,681 


25,684,799 


143,854 


3,253,430 
26,725,400 
4,060,325 
1,299,264 


4,310,823 


39,649,242 


9,367,841 


7,079,199 
315,077 
406,342 


17,171,459 


$761,590,035 


1968 


$727,363,224 
111,430,578 


615,932,646 


4,09 2,051 
620,024,697 


19,772,556 
1,612,681 


536,997 


380,774 
21,972 207 
2,842,937 
1,198,538 
200.210 
10,381,906 


37,010,579 


7,296,894 


7,082,493 
397,596 
253,167 


15,030,150 


$693,998,660 


TransCanada PipeLines Limited 


and Subsidiary Companies 


Liabilities 
Shareholders’ Equity 
Capital stock (Note 4) 
Preterred—Authorized—4,978,275 shares of a par value of $50.00 per share 
—Issued and outstanding 
—$2.80 cumulative redeemable shares 
1969— 978,275 shares 
1968—1,000,000 shares ese 
—$2.75 cumulative redeemable convertible shares—Series A 
1969—1,024,788 shares 
1968—1,030,000 shares Bs, ig es 
Common—Authorized—25,000,000 shares of a par value of $1.00 per share 
—Issued and outstanding 
1969—8,285,717 shares 
1968—8,258,776 shares 


Contributed surplus—per Consolidated Statement . 
Retained earnings—per Consolidated Statement. 


Shareholders’ equity 
Deferred Credit (Note 5) 
Long Term Debt (Note 6) 


Notes Payable (Note /) . 


Current Liabilities 

Long term debt due within one year 
Accounts payable . Coes 
Interest accrued . . 

Dividends payable . 


On behalf of the Board: 


Beverley Matthews, Director 


1969 1968 

$ 48,913,750 
$ 50,000,000 

51,239,400 
51,500,000 

8,285,717 
8,200,770 
108,438,867 109,758,776 
88,276,484 87,415,136 
34,587,138 33,588,260 
231,302,489 2o0, 102112 
3,284,456 4,379,273 
386,542,492 300,025,739 
82,909,781 55,388,750 
21,417,281 18,875,550 
24,725,856 24,777,496 
7,946,916 6,316,861 
3,460,764 3,472,819 
57,550,817 53,442,726 


$761,590,035 


$693,998,660 


Year ended December 31, 1969 (with comparative figures for 1968) 


income 


Operating Revenues 
Gas sales ; 
Gas transportation . 


Operating Expenses 

Cost of gas sold (Note 3) 

Gathering charges . 

Transmission by others 

Operation and maintenance . ; 
Amortization of Deferred Credit (Note 5) 


Depreciation (Note 1) ae 
Taxes—provincial and municipal. 


Operating profit . 


Interest and Other Deductions 
Interest on longterm debt . 


Amortization of debt discount and expense less gain on purchase of Subordinated Debentures : 


Other interest expense 
Other income (credit) 
Interest charged to construction (credit) . 


Net Income for the Year (Note below) 


Note 
Net income applicable to common shares 
Net income for the year (above) 
Less provision for dividends on preferred. shares 


Net income applicable to common shares. 


Consolidated statements 


Net income per common share (on weighted daily average number of shares outstanding during year) 


Retained Earnings 


Balance at beginning of year . 
Net income for year. 


Dividends declared 
Preferred . 
Common. 


Balance at end of year (Notes 8 and 9) 


See accompanying notes to financial statements. 


1969 


$231,403,387 
1,001,772 


232,405,159 


101,487,077 
20,264,050 
22,845,576 
24,680,789 

(1,094,817) 
18,025,643 
3,986,885 


190,195,203 
42,209,956 


22,524,515 
1,167,412 
6,070,936 

(83,281) 

(2,335,535) 


27,344,047 
$ 14,865,909 


1968 


$194,712,753 _ 
946,020. 


195,658,773 


95,480,521 
17,242,1107 
4,416,039 
22,209,526 
(1,094,817) 
15,817,963 
3,238,939 


157,310,881 
38,347,892 


21,952,364 
654,038 
1.512012 | 
(447,393) | 
(2,596,727) 


21,074,294 
17,273,598 


$ 14,865,909 
5,595,078 


$ 9,270,831 


$ 1.12 


1969 


$ 33,588,260 
14,865,909 


17,273,598 
4,647,667 


$12,625,931 


153 


1968 


29,440,091 
17,273,590 


48,454,169 


5,588,815 
8,278,216 


46,713,689 


4,883,703 
8,241,726 


13,867,031 


13,125,429 


$ 34,587,138 


33,588,260 


TransCanada PipeLines Limited 


and Subsidiary Companies 


Contributed Surplus 


Balance at beginning of year . 
Premium on common shares issued (Note Ay 
Credit resulting on redemption of $2.80 cumulative redeemable preferred shares (Note Ay, 


Capital stock expense written off 
Balance at end of year . 


Source and Application of Funds 


Funds were derived as follows 
Current operations 
Net income . 
Add back non-cash items 
Depreciation 
Other (net) . 


Notes . 


Issue of securities—net proceeds 
6%% First Mortgage Pipe Line Bonds . . 
$2.75 Cumulative Redeemable Convertible Preferred Shares 
Common Shares . 


Special refundable tax. 
Other . 


Funds were applied as follows 

Additions to plant, property and equipment. 
Oil and gas properties. AO 
Great Lakes project 

Investment in and advances to Great Lakes Gas Transmission Company . 

Cash on deposit for future investment . : 

Additional costs of gas 
Long term debt 

Retirement .. 

Purchase of 1987 Subordinated Debentures. : j 
Redemption of $2.80 Cumulative Redeemable Preferred Shares : 
Dividends 

Preferred . 

Common . 

Increase in working ‘capital exclusive of changes in current portion of long term debt . 


1969 


$ 87,415,136 
706,631 
154,717 


88,276,484 


$ 88,276,484 


1968 


$ 87,866,567 
687,685 


88,554,252 
1:139,116 


$ 87,415,136 


$ 14,865,909 


18,025,643 
544,839 


33,436,391 


27,521,031 


55,361,373 


457,772 
393,143 


839,920 
$118,009,630 


$ 72,981,591 
4,953,223 


5,906,243 
(1,612,681) 
389,434 


18,889,158 
636,794 
931,534 


5,588,815 
8,278,216 
1,067,303 


$118,009,630 


# 17,273,598 


15,817,963 
(320,182) 


32,771,379 


33,979,375 


6,855,639 
50,437,420 
713,630 


(50,687) 


497,312 
$125,204,068 


$ 80,434,274 
2,819,564 


7,485,134 
(7,620,000) 
1,614,535 


18,928,836 
3,998,376 


4,883,703 
8,241,726 
4,417,920 


$125,204,068 


Notes 


Notes to Consolidated Financial Statements, December 31, 1969 


1. Gas transmission plant 
The TransCanada natural gas trans- 
mission system extends from the 
Alberta-Saskatchewan border across 
the Provinces of Saskatchewan, 
Manitoba and Ontario and through 
a portion of the Province of Quebec. 
The Company has provided for de- 
preciation at the rate of 2% on pipe- 
line, 34% on compressor stations 
and other transmission plant and at 
various rates on general plant equip- 
ment. Depreciation is based on 
straightline rates determined on the 
physical and economic life of the 
assets. 


2. Oil and gas properties 

All expenditures relate to explora- 
tion and development of oil and gas 
reserves and accordingly have been 
capitalized. Production will com- 
mence early in 1970 at which time 
amortization of these costs will be 
provided for by the unit-of-produc- 
tion method based on total estimated 
recoverable reserves of oil and gas. 


3. Great Lakes project 
Great Lakes Gas Transmission Com- 


pany (Great Lakes) is a United 
States corporation owned equally 
by the Company and American 
Natural Gas Company (American 
Natural). Great Lakes owns and 
operates a 36 inch pipeline system, 
which serves as a loop of the 
TransCanada transmission system, 
extending from Emerson, Manitoba, 
through Minnesota, Wisconsin and 
Michigan to Sarnia, Ontario. The 
Great Lakes pipeline system was 
substantially completed in 1968 and 
is NOW In operation under valid and 
subsisting certificates. The Presiding 


Examiner of the Federal Power 
Commission, in an initial decision 
issued December 31, 1969, arising 
out of remanded proceedings before 
the Commission concerned princi- 
pally with American Natural’s 50% 
ownership in Great Lakes, has rec- 
ommended that Great Lakes owner- 
ship be maintained in its present 
form until June 30, 1970, or such 
earlier date as regulatory authorities 
in Canada and the United States 
have dealt with a proposal td con- 
struct a pipeline from Canada com- 
peting with Great Lakes. Under the 
Examiners recommendation, if the 
proposed line is approved, Great 
Lakes will continue under its present 
ownership; but if it is not approved, 
American Natural will be required to 
divest itself of its ownership in Great 
Lakes and TransCanada will be 
permitted to exercise its option to 
purchase American Natural’s 50% 
interest. The Examiner's initial deci- 
sion is subject to review. 

The Company and American 
Natural have each invested U.S. 
$22,500,000 in common shares of 
Great Lakes to December 31, 1969. 
The Company's portion of the equity 
underlying this investment is U.S. 
$23,012,553. No portion of the ‘re- 
tained earnings of Great Lakes has 
been recorded in the Company's 
accounts. 

Prior to the Commencement of 
deliveries of natural gas from west- 
ern Canada through the Great Lakes 
system, the Company entered into 
short term contracts for the purchase 
of natural gas from suppliers in the 
United States to assist in the orderly 
development of markets in eastern 
Canada. The terms of these con- 


tracts, which originally extended to 
November 1, 1970, have been rene- 
gotiated with the result that no 
further deliveries remain outstanding 
under these contracts as at Decem- 
ber 31, 1969. The difference be- 


tween the actual cost of this short | 


term supply and the ultimate selling | 
price of gas delivered through the 
Great Lakes system to the storage 
fields near Dawn, Ontario is con- | 
sidered to be one of the costs of |. 
bringing the Great Lakes system — 
into operation. This’ difference is 
carried on the Company's balance 
sheet under the caption 


gas’ and, commencing in 1968, is — 
being amortized to operating ex- | 
penses over an estimated 15 year | 
period at the rate of 4¢ per Mcf of 


throughput through the Great Lakes | @ 


system. This procedure has been | — 
approved by the National Energy 
Board for accounting purposes. The | 
Board has reserved for future con- | 
sideration the appropriate treatment | 


of these costs as they relate to 1 


traffic, tolls and tariffs. 

The major portion of the costs in- 
curred by the Company in connec- 
tion with the Great Lakes project 
has been charged to Great Lakes. 
Amounts not charged are carried 
on the Company's balance sheet 
under the caption ‘Great Lakes pro- 


ject — Preliminary charges” and are | 


being amortized to operating ex- 
penses in five equal annual instal- 
ments commencing in 1969. 


4. Capital stock 

The $2.80 Cumulative Redeemable 
Preferred Shares are redeemable at 
the option of the Company at 


“Great if 
Lakes project — Additional costs of | 


$52.50 per share to May 1, 1971 
and thereafter at redemption prices 
reducing in progressive steps to 
$50.50 per share after May 1, 1977. 
As required, the Company main- 
tains a purchase fund which, sub- 
ject to certain conditions, is replen- 
ished annually on each February 1 
to an amount equal to 2% of the par 
value of the $2.80 Cumulative Re- 
deemable Preferred Shares  out- 
standing on the preceding Decem- 
ber oi. (nls purchase fund is 
applied, subject to certain condi- 
tions, to purchase these preferred 
shares for cancellation to the extent, 
if any, that such shares are available 
at a price not exceeding $50.00 per 
share plus costs of purchase. A total 
of 21,/25 $2.80 Cumulative Re- 
deemable Preferred Shares were 
purchased out of capital and can- 
celled by application of this fund 
during 1969 resulting in a credit to 
Contributed Surplus of $154,717 
being the difference between the 
par value and the cost of the pre- 
ferred shares purchased. 

As at December 31,1969, 499,951 
Share Purchase Warrants, which 
had been issued in association with 
the sale of the $2.80 Cumulative 
Redeemable Preferred Shares, were 
outstanding. Each warrant Is exer- 
cisable to April 30, 1976, and entitles 
its holder to purchase one common 
share for $41.00 or at such adjust- 
ment of that price as may be re- 
quired to be made under the terms 
of the warrant. 499,951 common 
shares are reserved for the exercise 
of Share Purchase Warrants. 

The $2.75 Cumulative Redeem- 
able Convertible Preferred Shares 
Series A are redeemable at the 


option of the Company at $52.50 per 
share commencing May 1, 1973, 
and thereafter at redemption prices 
reducing In progressive steps to 
$50.50 per share after April 30, 
1984. On February 1. 1971, the 
Company is required, subject to 
certain conditions, to create a pur- 
chase fund equal to 2% of the par 
value of the Preferred Shares Series 
A outstanding on December 31, 
1970. This purchase fund is to be 
applied, subject to certain condi- 
tions, to purchase these shares for 
cancellation to the extent, if any, 
that such shares are available at a 
price not exceeding $50.00 per 
share plus costs of purchase. On 
each February 1. thereafter, the 
Company is required to bring the 
balance in the purchase fund up to 
an amount equivalent to 2% of the 
par value of the Preferred Shares 
Series A outstanding on the preced- 
ing December 31. These shares are 
convertible to May 1, 1978, or the 
day prior to redemption, whichever 
is earlier, into common shares of the 
Company on the basis of 1-6/7 
common shares for each share con- 
verted. The foregoing conversion 
basis is subject to adjustment in 
certain circumstances. During 1969, 
9,676 common shares were issued 
under this conversion — privilege. 
1,903,181 common shares are re- 
served for conversion of Preferred 
Shares Series A. 

The 5% Convertible Subordinated 
Income Debentures due 1989 are 
convertible to December 1, 1974, 
into common shares at a conversion 
price of $41.00 per share or at such 
adjustment of that price as may be 
required to be made under the terms 


of these convertible debentures. 
During 1969, 373 common shares 
were issued under this conversion 
privilege. 611,490 common shares 
are reserved for the conversion of 
the 5% Convertible Subordinated In- 
come Debentures due 1989. Thecon- 
vertible debentures are now redeem- 
able at the option of the Company. 

At December 31, 1969, 123,568 
common shares are reserved for the 
exercise of options granted or which 
may be granted under the terms and 
conditions of the Company's Incen- 
tive Stock Option Plan. There were 
outstanding optionson 99,442 shares 
under this plan at prices varying 
from $23.94 to $42.69, the last of 
which expires in 1979. During 1969, 
16,892 shares were issued under 
this plan for a cash consideration of 
$457,772. 


5. Deferred credit 

On May 29, 1963, the Company 
purchased from the Northern On- 
tario Pipe Line Crown Corporation 
the Northern Ontario Section which 
the Company had formerly leased 
and operated as an integral part of 
its system. This Section, which con- 
sisted of 676 miles of pipeline and 
five compressor stations, is located 
between the Manitoba-Ontario bor- 
der and Kapuskasing, Ontario. 

In accordance with the procedures 
established under the Uniform Class- 
ification of Accounts for Gas Pipe 
Line Companies, the National Ener- 
gy Board approved a method of 
accounting for the purchase where- 
by the amount of $10,948,175 was 
to be credited to “Deferred credit” 
and amortized in ten equal annual 
instalments commencing in 1963. 


6. Long term debt 


The following issues were outstanding at December 31 


First Mortgage Pipe Line Bonds 
due 1978 
5%% U.S. Series—U.S. $62,250,000 . 
5%% Canadian Series. 
64% U.S. Series—U.S. $4, 438, 000. 
6%% Canadian Series 
due 1983 
5%% U.S. Series—U.S. $72,336,114 . 
644% Canadian Series 
due 1985 
5%% U.S. Series—U.S. $35,601,200 . 
due 1987 


(Sinking fund payments commence in 1970) 


6%% U.S. Series—U.S. $83,850,000 . 


Subordinated Debentures due 1987 
5.60% U.S. Series— 
U.S. $20, 138 800. 
Less—Company owned. 


5.85% Canadian Series . 
Less—Company owned. 


1969 1968 
$ 58,058,000 
13,224,000 
4,894,000 
2,813,000 


$ 52,250,000 
11,900,000 
4,438,000 
2,535,000 


77,903,733 
34,826,268 


83,539,228 
37,345,680 


38,400,034 40,826,524 


90,531,261 32,503,003 


$ 20,138,800 


862,100 19,276,700 19,826,600 


& 62.3601,200 
1,971,200 


50,390,000 90,505,700 


Convertible Subordinated Income Debentures (Note 4) 


5% due 1989 


Less—long term debt due within one year 
Canadian $21,417,281 
Canadian $18,875,550 


Based on the rate of exchange pre- 
vailing at December 31, 1969, 
$270,062,481 would be required to 
discharge the long term portion of 
the U.S. currency debt outstanding 
at December 31, 1969. Such long 
term debt is repayable over a period 
extending to 1987 and Is included in 
the above table in the amount of 
$265,941 ,033. 

Sinking fund payments for the 
Subordinated Debentures due 1987 
have been provided for by deben- 
tures owned by the Company and 
consequently these sinking fund 
payments are not included in the 
liability for long term debt due within 
one year. 

The Company entered into Bond 
Purchase Agreements dated Sep- 
tember 14, 1967 to sell at par U.S. 
$120,000,000 principal amount of 
6%% First Mortgage Pipe Line Bonds 
due August 1, 1987. Subsequently 
these Agreements were amended 
waiving certain conditions pertain- 
ing to the disposition of appeals 
relative to the Great Lakes project 
(Note 3) and providing for the sale 
of the Bonds at a discount. The 


25,071,100 
407,522,096 


25,086,600 
368,473,135 


20,979,604 
18,447,396 


$350,025,739 


$386,542,492 


Agreements provided for the Bonds 


to be sold at four separate closings. 


and the final closing for U.S. 
$36,150,000 took place on January 
15,7970 

Maximum sinking fund require- 
ments approximate $28,800,000 for 
each of the years 1971, 1972, 1973 
and 1974. 

The Deed of Trust and Mortgage 
provides for increased sinking fund 
payments if a Certificate of Gas 
Supply indicates exhaustion of gas 
supply earlier than specified dates. 

As required, the Company's gas 
purchase and sales contracts and 
the contracts with The Alberta Gas 
Trunk Line Company Limited and 
Great Lakes Gas Transmission Com- 
pany are mortgaged and pledged 
under the Deed of Trust and 
Mortgage securing the First Mort- 
gage Pipe Line Bonds. 


7. Notes payable 

Notes payableconsistof$37,964,781 
of bank loans payable in 1971 
and $44,945,000 of short term 
promissory notes payable in 1970. 
The Company has available bank 


lines of credit in excess of its 
standing shortterm promissory notes 
Notes payable were primarily incur: 
red for construction purposes a 
are not included in Current Liabilit 
as It is the Company's practice 
replace notes payable by long term 
financing. 


8. Restrictions on common share 
dividends 
Declaration of dividends on com- 
mon shares is restricted under the - 
provisions of the Deed of Trust and — 
Mortgage securing the First Mo 
gage Pipe Line Bonds, under t 
Indenture relating to the Subordin- 
ated Debentures due 1987 and 
under the provisions of the $2.80 
Cumulative Redeemable Preferred — 
Shares and the $2.75 Cumulative | 
Redeemable Convertible Preferred — 
Shares Series A. Under the most _ 
restrictive of such provisions 
$14,500,000 was available for the 
payment of dividends on common 
shares at December 31,1969. = 
During 1969, in implementation of | 
the Company’s policy of postponing — 
the payment of income taxes to the — 
extent permitted by tax laws, the © 
Company refiled its 1967 and pr 
years’ returns using a revised method _ 
of computing taxable income. Since | 
the income taxes required to be d 
ducted in computing the am 
available for the payment of 
dends on common shares is based — 
on the Company's taxable income as _— 
filed, this action resulted in a sub- — 
stantial increase during 1969 in the | 
amount available for the payment al 
dividends. 


9. Income taxes 7 
As allowed by the appropriate cou 
lations, the Company has followed — 
the practices and principles of claim- 
ing certain deductions for income 
tax purposes, principally deprecia- 
tion, in excess of ihe amounts | 
charged to income for accounting 
purposes. As a result no income 
taxes have been payable to date. lf 
the appropriate tax regulations had 
not permitted such deductions, in- 
come taxes would have been pay- 
able in the amount of $9,700,000 
for the year 1968, $9,000,000 for 
the year 1969 and $56,000,000 to 
date. 

The Company has represented to 


the National Energy Board that it 
proposes to follow the practices and 
principles of recording only income 
taxes currently payable in both its 
accounting and rate design and has 
been instructed that no change 
should be made in these procedures 
without the approval of the National 
Energy Board. 

Since there is a reasonable ex- 
pectation that all income taxes pay- 
able by the Company in future years 
will be included in the Company’s 
allowed cost of service and will be 
recoverable from customers at that 
time, the Company has followed the 
taxes payable basis of accounting. 


10. Remuneration of directors and 
senior officers 

Remuneration paid to directors, in- 
cluding fees and salaries, amounted 
to $310,000 and remuneration paid 
to senior officers, who are not direc- 
tors, amounted to $218,000. 


11. Capital requirements 

During 1970, the Company esti- 
mates that $90,000,000 may be ex- 
pended for pipeline construction, 
oil and gas properties, gas storage, 
advance payments to producers and 
extraction plant construction. 


12. Principles of conversion 

All assets and liabilities in United 
States dollars are stated at their 
Canadian equivalent other than that 
portion of long term debt due after 
one year. Long term debt due after 
one year is stated at the greater of 
par or its Canadian equivalent de- 
termined at the dates of sale of the 
respective issues. 


13. Subsidiary companies 

The consolidated statements include, 
in addition to the accounts of Trans- 
Canada PipeLines Limited, the ac- 
counts of its subsidiary companies, 
all of which are wholly-owned. 


PEAT, ViaRwick, MircHEeli & Co. 
CHARTERED ACCOUNTANTS 


PRUDENTIAL BUILDING 
AUKING STREEBD WEST 
TORONTO 105, ONTARIO 


Auditors’ report to the shareholders 


We have examined the consolidated balance 
sheet of TransCanada PipeLines Limited and its 
subsidiary companies as of December 31, 1969 
and the consolidated statements of income, 
retained earnings, contributed surplus and source 
and application of funds for the year then ended. 
Our examination included a general review of the 
accounting procedures and such tests of account- 
ing records and other supporting evidence as we 
considered necessary in the circumstances. 


In our opinion, these consolidated financial 
statements present fairly the financial position of 
the company and its subsidiary companies at 
December 31, 1969 and the results of their opera- 
tions and the source and application of their 
funds for the year then ended, in accordance with 
generally accepted accounting principles applied on 
a basis consistent with that of the preceding year. 


Pak, Premnek, Mitel «be. 


Toronto, Ontario 
February 2, 1970 Chartered Accountants 
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General commentary 

The increase in sales revenue for the 
year of approximately 19% over 1968 
did not result In a corresponding In- 
crease in net income applicable to 
common shares. Instead a disap- 
pointing reduction in net Income 
was experienced. The apparent dis- 
parity between an increase in sales 
revenue and a decrease in net In- 
come is attributable largely to higher 
financial costs, an increase in gather- 
ing expenses due principally to the 
higher rate of return payable to the 
gathering system in Alberta, and also 
to fixed costs related to facilities 
which could not be fully utilized be- 
cause of non-recurring events, such 
as the pressure restrictions on Great 
Lakes system, the sandblasting and 
hydrostatic testing on the northern 
Ontario section and the delivery 
problems encountered by some of 
our producers. 


Operating costs and cost of gas 


ee Operating costs per Mcf. All costs al Cost ot gas per Mcf. Average 
including gas purchases, but field price paid in western 
excluding income from extraction Canada at 14.73 p.s.i,a, (With B.T.U, 

plant and interest charges. and transportation adjustments) 


Cents per thousand cubic feet 


‘60 ‘61 ‘62 ‘63 64 ‘65 ‘66 ‘67 ‘68 ‘69 


Income statement 
Gas sales revenue in 1969 amount- 
ed to $231,403,387 compared to 
$194,712,753 in 1968. Operating 
profit totalled $42,209,956, an in- 
crease of $3,862,064 over 1968. 
Net income for 1969 amounted 
to $14,865,909 compared to 
$17,273,598 in 1968. The amount 
applicable to common shares, after 


1969 Financial operations 


provision of $5,595,078 for divid- 
ends on preferred shares, was 
$9,270,831. This compares ' with 
$12,625,931 for 1968. 

Cost of gas sold increased by 
$6,006,556 or 6.3% over 1968 and 
compares favourably with an overall 
volume increase of 17% emphasizing 
the significance of the reduction of 
expensive imports from the United 
States to’ 23.1 Bef from 6i.3" Bet 
in 1968. All imports of natural gas 
from the United States have now 
ceased and havebeen completely re- 
placed by gas from western Canada. 

Gathering charges increased by 
17.5% over 1968. This can be at- 
tributed to the increase In facilities in 
Alberta required to transport the 
larger volumes of gas, and to the In- 
crease from 72% to 8% in the rate of 
return charged by the gathering 
system. The cost of transmission 
by others includes transportation 
charges for a full year’s operation of 
the Great Lakes system compared to 
two months’ operation in 1968. 

Increased operation and main- 
tenance, depreciation and taxes 
reflect the cost of operating and 
owning the $80,000,000 | facility 
program carried out during 1968. 

During 1969 the depreciation rate 
remained unchanged from 1968 at 
2% on pipeline and 3%% on com- 
pressor stations and other trans- 
mission plant. Depreciation on gen- 
eral plant equipment was provided 
at various rates. The rates are con- 
sistent with those used since 1962 
and are based on estimates of 
physical and economic life. 

Other interest expense reflects 
costs of carrying larger short term 
borrowings at substantially higher 
rates of interest than were ex- 
perienced during 1968. 

The credit for interest charged to 
construction during 1969 results 
from the large construction pro- 
gram completed during the year of 
$73,000,000. 

No income taxes have been pay- 


able by the Company to date. This 
results from claiming certain deduc- 
tions for income tax purposes, prin- 
cipally depreciation, in excess of 
the amounts charged to income in 
the accounts. 

Funds generated from operations 
during 1969 amountedieee 
$33,436,391 equivalent to $4.04 per 
common share outstanding Decem- 
ber 31, 1969 compared with $3.97 
per common share in 1968. 


Balance Sheet 


Assets 

To December 31, 1969, Banner 
Petroleums Limited and Banner Pe- 
troleums (Western) Limited, wholly- 
owned subsidiaries, had invested 
$9,045,274 in oil and gas properties 
in the Provinces of British Columbia, 
Alberta, Saskatchewan, Ontario, and 
in the Gulf of St. Lawrence, Hudson 
Bay, and in the Canadian Arctic 
regions in the program of exploration 
for, and development of, reserves of 
petroleum and natural gas. The costs 
involved will be amortized against 
income by the unit-of-production 
method based on total estimated 
recoverable reserves. Production 
commenced in early 1970. 

The Company has invested U.S. 
$22,500,000 to December 31, 1969 
in common shares of Great Lakes 
Gas Transmission Company. Related 
to this project is “Additional Costs 
of Gas” which the Company Is carry- 
ing as a deferred charge totalling 
$7,079,199 as at December 31, 
1969. The nature of this deferral and 
the method used for amortization of 
the amount, which began in 1968, is 
more fully explained in Note 3 to the 
financial statements. 

Prepayments and deposits  in- 
cludes prepayments of $3,559,254 
for natural gas, delivery of which 
will not be taken by the Company 
until 1970. 

Liabilities 
During 1969 the Company sold a 


further U.S. $53,850,000 under the 
Bond Purchase Agreements with 
institutional buyers covering a total 
of U.S. $120,000,000 of 6%% First 
Mortgage Pipe Line Bonds due 
August 1, 1987. On January 15, 
1970 U.S. $36,150,000 representing 
the balance of the U.S. $120,000,000 
was sold. The yield on these bonds 
to the investor was approximately 
6.93%. 

During June 1969 the Company 
commenced selling promissory notes 
as a means of short term financing. 
The rate of interest on these notes 
is lower than on alternate sources of 
funds and the notes are fully sup- 
ported by unused bank lines of credit. 

On December 31, 1969 the Com- 
pany surrendered U.S. $694,500 par 
value of 5.60% Subordinated De- 
bentures, due 1987, and Can. 
$1,805,500 par value of 5.85% Sub- 
ordinated Debentures, due 1987, to 
the Trustee for cancellation under 
the sinking fund provisions attaching 
to these U.S. and Canadian Series 
Debentures. 

The credit to the Contributed Sur- 
plus of $154,717 resulted from the 
purchase out of capital during the 
year of 21,725 of the $2.80 Cumula- 
tive Redeemable Preferred Shares as 
required by the purchase fund provi- 
sions. The details of this purchase 
fund and its operation are contained 
in Note 4 to the financial statements. 

Dividends totalling $2.80 per share 
were declared during 1969 on the 
$2.80 Cumulative Redeemable Pre- 
ferred Shares (at the rate of 7O0C¢ 
per quarter) and dividends totalling 
$2.75 were declared on the $2.75 
Cumulative Redeemable Convertible 
Preferred Shares Series A (at the 
rate of 68%C per quarter). Four 
quarterly dividends of 25¢ per share 
were declared on common shares. 
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Maximum day gas delivered for sale 
and transportation 


Millions of cubic feet 
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2,000 
1,800 
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Where the gas was sold in 1969 


Percentage of volume sales 


Common shares 
Share distribution as at December 31, 1969 


Annual gas sales volumes 


™ Export MM Canadian 
Millions of cubic feet 
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Operating profit and net income 


" Operating profit Net income » Net loss 
Millions of dollars 
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Annual Canadian sales by category 


» Residential ® Commercial Industrial 
Billions of cubic feet 
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Debt equity ratio-percentage 


* Equity ® Debt 
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$2.75 cumulative redeemable 
convertible preferred shares series ‘A’ 


Share distribution as at December 31, 1969 


‘60 ‘61 62 ‘63 ‘64 ‘65 ‘66 ‘67 ‘68 “69 


$2.80 cumulative redeemable 
preferred shares 


Share distribution as at December 31, 1969 


TransCanada’s sales have increased 
by 69% since 1965. In 1969, total 
sales by the Company in Canadian 
and United States markets reached 
605 Bcf, up more than 17% from 516 
Bef in 1968. 

The growth during 1969 was par- 
ticularly notable in the export market 
and in eastern Canada. Canadian 
sales advanced by 15% and, with 
large volumes of western Canadian 
gas available from the Great Lakes 
system, eastern Canadian markets 
grew by 17%. 

The increase in export sales of 23% 
resulted from larger sales to Great 
Lakes Gas Transmission Company 
at Emerson, Manitoba, and to Ten- 
nessee Gas Pipeline Company at 
Niagara Falls. In 1965, prior to the 
completion of the Great Lakes sy- 
stem, TransCanada arranged to im- 
port from Tennessee a maximum of 
76.5 Bcf of gas over a period ex- 
tending to November, 1970 in order 
to support the expansion of the 
eastern Canadian market. During 
1969, this arrangement was ter- 


Marketing 


minated and more gas was exported 
than imported at Niagara Falls. 
Deliveries have started on an export 
sale to Tennessee at Niagara Falls 
which will total 25 Bcf by Novem- 
ber 1, 1970 and, subject to regu- 
latory approval, 30 Bcf will be 
delivered to Tennessee during the 
year ending November 1, 1971. 
Export sales are expected to con- 
tinue to grow. The Company has 
entered into long term contracts to 
export an additional 275,000 Mcf 
of natural gas per day into the 
United States. This gas is designated 
for delivery into midwestern United 
States markets, including Chicago, 
commencing on November 1, 1970, 
and hearings before the National 
Energy Board of Canada _ have 
been completed except for one 
small sale. Opportunities to export 
gas surplus to the needs of Canada 
into the United States will increase 
because available new gas supplies 
in the United States are not suf- 
ficient to meet new market demands. 
Natural gas continues to increase 


nual Gs Sales fcc years 1960- 1969 


sy ustomer (vol umes in Mmef) 


cae. Winnipeg Gas Ganpany 

Northern and Central Gas Corporation Limited 
he Consumers’ Gas Company 

_ Union Gas Company of Canada, Limited 

_ Kingston Public Utilities Commission 


1969 1968 1967 1966 1965 


19,680 17,417 — 13,020 6,224 3,399 


6,565 4583 2,588 2,456 
3,296 3,117 2,885 2,474 
35,628 34,480 33,255 27,406 
—-78,805> . 70,089 61,523. 56,874 
120,610 112,604 105,301 96,707 
86,736 70,142 65,768 64,041 
1,586 1,550 1,555 1,489 


48,433 41,153 41,114 = 41,149 ~— 36,308 


its penetration of the house heating 
markets in Saskatchewan, Manitoba 
and Ontario, where it is widely avail- 
able in most urban areas. Of all new 
residential construction accessible 
to mains, natural gas is capturing 
virtually all of this market in Saskat- 
chewan, better than 90% in Mani- 
toba and northern Ontario, 80% to 
85% in southwestern Ontario, and 
approximately 75% in eastern On- 
tario. The percentage of all house- 
holds in these provinces using 
natural gas as the principal heating 
fuel has risen from 31% in 1965 to 
40% in 1969. 

In Canada, the use of gas for com- 
mercial and industrial purposes is 
increasing more rapidly than for 
residential use. This trend is expected 
to continue as more and more people 
live in multiple housing than in 
single unit dwellings and as relatively 
clean-burning natural gas serves an 
increasing share of the industrial 
market where its advantage in con- 
trolling air pollution is becoming an 
important factor. 


1964 1963 


3,279 2,958 
1,980 1,530 
2,145 1,892 
23,467 19,108 
53,049 46,530 
82,860 73,294 
43,533 33,264 
1,224 1,006 
31,737 © 27,036 


448,798  388,/96 350,669 320,248 281,154 


11218? < 838,718. 71148 73,988 
S000, oes _ - 
455 = = = 

4,394 3,994 3,3/1 3,144 
1,452 613 270 = 


243,274 206,618 175,048 151,289 115,033 


71,366 62,785 — 61,954. 59,139 12,485 


2,078 1,687 257 _ — 


127-108. 88,325.. 80,789 = 77132 


515,959 438,994 401,037 358,286 


73,444 © 64,472 62,211 = 59,139 =: 12,485 


316,718 271,090 237,259 210,428 127,518 
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Gas supply/ Banner Petroleums Limited 


Gas supply 

Your Company was successful in 
acquiring substantial additional re- 
serves in 1969. 

Competition for new reserves in- 
creased sharply as a result of the 
dramatic increased demands for gas 
in the U.S. and Canadian markets. 
The field price of gas purchased 
under new contracts increased sub- 
stantially during the year, and the 
Company in some areas agreed to 
make prepayments for reserves of 
gas that are being developed. 

During 1969 the Company in- 
creased its proven gas reserves under 
contract by 2.6 trillion cubic feet toa 
total of 22.3 trillion cubic feet. Of 
this quantity 3.9 trilllon cubic feet 
has been produced for the Com- 
pany’s purposes to the end of the 
year. The most significant purchases 
were in the Strachan-Ricinus area 
of central Alberta where the Com- 
pany has wholly or partially dedi- 
cated to it some 300 square miles of 
land. Gas reserves, under contract in 
this area amounting to 1 trillion cubic 
feet have been proven to date. Be- 
cause of the rapid pace of explora- 
tion and development drilling it is 
reasonable to expect that substantial 
additional gas reserves will become 
available to the Company under 
these contracts, and from other 
areas in the Province also under 
contract to the Company. 

An application in June 1969 to 
increase the quantity of gas that 
may be removed from the Province 
of Alberta was granted in December, 
1969 and a new Permit TC 69-9 was 
issued to the Company. Under the 
new permit which extends to Octo- 
ber 31,1994, the Company is author- 
ized to remove from Alberta a maxi- 
mum daily volume of 2.910 billion 
cubic feet ; an annual volume of 932 
billion cubic feet and a total volume 
of 21.4 trillion cubic feet. All vol- 


umes are at a 14.65 p.s.i.a. pressure 
base. 

Due to growth in fields presently 
under contract and as a result of 
recent purchases in new fields, the 
Company submitted another appli- 
cation to the Oil and Gas Conserva- 
tion Board in December, 1969 to 
further increase the quantity of gas 
that it may remove from the Province 
of Alberta by 0.96 trillion cubic feet. 
Hearing of this application was held 
on March 4, 1970. 

The Company also purchases gas 
from producers in Alberta and 
Saskatchewan under authorizations 
obtained by the producers up to 
maximum daily volumes of 38 million 
cubic feet and 23 million cubic feet 
respectively. 

The average cost of gas produced 
in western Canada and delivered to 
the Company in 1969, including 
BTU adjustment, was 15.31¢ per Mcf 
(at 14.4 p.s.i. pressure base). This 
represents an increase of 0.47¢ per 
Mcf over the previous year and re- 
flects in particular automatic price 
increases, related to the average cost 
of gas to the Company, as provided 
in most of its gas purchase contracts 
entered into prior to 1960. Lower 
average transportation costs per Mcf 
were achieved by increased through- 
put in the facilities of The Alberta 
Gas Trunk Line Company Limited. 


Banner Petroleums Limited 

The Banner group of companies 
participated in the drilling of 45 ex- 
ploratory wells and 11 development 
wells in 1969. Of the wells drilled, 7 
were completed as oil wells and 22 
were completed as gas wells. 

The 11 development wells and 
related gathering system and com- 
pression facilities were completed in 
the Atlee-Buffalo area where the 
Banner group holds a 50% interest 
in 34,240 acres of petroleum and 


natural gas rights. Deliveries of 
natural gas to TransCanada began 
in early 1970. 

Three oil wells resulted from drill- 
ing in which the company partici- 
pated in the Narrows area of Alberta, 
and a fourth well was suspended. 
The Banner companies have a 25% 
interest in 3,840 acres of petroleum 
and natural gas leases in the area, 
and a 37.4% interest in an offsetting 
drilling reservation comprising 8,000 
acres. Additional drilling is sched- 
uled for 1970. 

A total of 9 exploratory wells were 
drilled during 1969 on Banner's 
holding in the North Ghost Pine area 
of south central Alberta. Four of 
these wells were completed as Cre- 
taceous gas wells and one well was 
completed as a Cretaceous oil well. 
Deliveries of gas from this area are 
scheduled to commence in the fall 
of 1970. 

In the James River area of Alberta 
approximately 17 miles south of 
the Strachan gas field, Banner has 
holdings comprising 31,040 gross 
acres or 6,208 net acres. Of the 
latter figure the company holds an 
interest in all zones in 4,224 acres 
with rights to the base of the Car- 
dium zone only in 1,984 acres. 
Banner will participate in the drilling 
of at least two Leduc tests in this 
area during 1970. 

Land holdings as of December 31, 
1969, were as follows : 


Gross Net 


Alberta 865,260 417,401 
British Columbia 4,334 2,568 
Saskatchewan 116,000 54,200 
Alaska 78,770 19,692 


Gulf of St. 
Lawrence 798,712 399,356 


Hudson Bay 3,048,361 1,219,344 
Ontario 6,881 4,624 


Total ASTS,. 318 | 2AV7ASS 
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Compressor horsepower 

Addi-. Total 

Station tions Dec. 31, 
No. Location 1969 1969 


Saskatchewan 

Burstall 12,100 46,300 
Cabri — 29,6/0 
Herbert 12,100 41,770 
Caron — 29,100 
Regina — 29,670 
Grenfell 12,100 41,900 
Moosomin — 32,500 


Manitoba 

Rapid City 29,800 
Portage la Prairie 29,800 
lle des Chénes 40,100 
Spruce 12,100 
Falcon Lake 12,000 


Ontario 
Kenora 15,200 
Vermilion Bay 12,100 
Dryden 12,000 
Ignace 15,200 
Martin 12,100 
Upsala 12,000 
Raith 12,100 
Thunder Bay 12,500 
Hurkett 12,100 
Nipigon 12,400 
Jellicoe 12,100 
Geraldton 12,500 
Klotz Lake 12,100 
Hearst 12,000 
Calstock 12,100 
Mattice 10,000 
Kapuskasing 10,600 
Smooth Rock Falls §,900 
Potter 12,100 
Ramore 10,000 
Swastika 10,600 
Haileybury 7,700 
Marten River 10,600 
North Bay 10,400 
Sundridge 10,600 
Bracebridge 9,900 
Barrie 10,600 
Maple 7,900 
Bowmanville 6,000 
Cobourg 9,000 
Belleville 6,000 
Kingston 6,000 
144 Brockville 6,000 


Quebec 
802 Candiac - 550 
Mobile Compressor Units — 26,000 


Total 43,100 753,660 


Left: During 1969, TransCanada continued 
its program of sandblasting the inside of the 
pipeline to increase natural gas throughput. 


Right: Sandblasting the pipeline in northern 
Ontario. 


Engineering and Operations 


1969 Construction 

In 1969, TransCanada PipeLines 
completed a total of 213 miles of 36 
inch pipeline construction. Of this 
total 130 miles of pipeline were con- 
structed in Saskatchewan and 65 
miles were constructed in Manitoba 
along the Company’s main pipeline 
system. A further 18 miles of loop 
line were constructed in Manitoba 
between Winnipeg and Emerson. 

During the year the Company 
added 43,100 horsepower in com- 
pression as shown on the accom- 
panying table. 

In addition to the new pipeline 
construction and compressor horse- 
power, the Company added sub- 
stantially to the throughput capa- 
bility of its system by retesting and 
upgrading 6 compressor stations and 
437 miles of 34 inch and 17.9 miles 
of 30 inch pipeline in Saskatchewan 
and Manitoba to enable higher oper- 
ating pressures. The Company also 
sandblasted 785.5 miles of its 30 
inch system in Manitoba and 
northern Ontario to improve system 
performance as well as retesting, 
sandblasting and upgrading 46.2 
miles of 30 inch pipeline, 34.3 miles 
of 24 inch pipeline, and 76.3 miles of 
20 inch pipeline and 3 compressor 
stations in southern Ontario. 


1970 Construction 

In 1970, subject to regulatory ap- 
proval, the Company will undertake 
another substantial construction 
program under which approximately 
158.6 miles of new 36 inch pipeline 
will be constructed in Saskatchewan 
and Manitoba, and 100,000 com- 
pression horsepower will be added 
to the system at an estimated capital 
cost of $65,000,000. 


International Pipeline Engineering 
Limited 

TransCanada and its wholly-owned 
subsidiary International Pipeline En- 
gineering Limited (IPEL) performed 
services for various clients in Aus- 
tralia, the United States, and Canada 
during 1969 on projects exceeding 
$10,500,000 in total value. In 1970, 
the company will continue to pro- 
vide specialized engineering and 
other services to current projects in 
Australia, and will undertake several 
new projects in Canada and the 
United States, including compressor 
station design, pipeline and gather- 
ing system design, pipeline com- 
munication systems and other ser- 
vices. The companies also will 
undertake general consulting ser- 
vices in Great Britain. 


Since March 1967 TransCanada, 
with Michigan Wisconsin Pipe Line 
Company, and Natural Gas Pipeline 
Company of America, has been 
actively planning the Northwest 
Project. This project contemplates a 
2,600 mile gas transmission system 
from Prudhoe Bay on the Alaska 
North Slope to Emerson, Manitoba 
on the international border. Exten- 
sive aerial and ground reconnais- 
sance was conducted early in 1968. 
A tentative route has been chosen 
from Prudhoe Bay along the Arctic 
shore to the Mackenzie River Delta, 
up the Mackenzie River Valley to 
a point near Fort Laird, and then in 
almost a straight line across the 
Northwest Territories, Alberta, Sas- 
katchewan and Manitoba to Emer- 
son. Plans currently being studied 
are for a large-diameter pipeline, 
probably 48 inches, to improve the 
economics of transmission over this 
long and difficult route. 

Much of the terrain along the 
northern section of the proposed 
route is permafrost. Extensive studies 
of the thermal equilibrium of perma- 
frost soils, drainage problems, and of 
the effect of disturbance of tundra 
which insulates the frozen soil, are 
required before construction design 
can be finally determined. 

TransCanada and Its partners have 
also joined the research and test 
program of Mackenzie Valley Pipe- 
line Research Limited, which is con- 
ducting research on the physical 
problems of constructing an oll 
pipeline in the same area. 
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Great Lakes Gas Transmission Company/ TransCanada GasProducts Ltd. 


Great Lakes Gas Transmission 
Company 

Great Lakes Gas Transmission Com- 
pany, 50% owned by TransCanada, 
operates 1,015 miles of natural gas 
pipeline which includes 971 miles 
of 36 inch mainline, and 44 miles 
of 10 inch lateral which extends 
from the Great Lakes’ mainline in 
Michigan’s Upper Peninsula to Sault 
Ste. Marie, Ontario. The mainline of 
Great Lakes starts at the Trans- 
Canada system at Emerson, Mani- 
toba, traverses Minnesota, Wiscon- 
sin and Michigan, and extends to the 
St. Clair River at a point near Sarnia, 
Ontario, where it connects with the 
TransCanada system. 

The utility plant of Great Lakes 
cost $259,269,000 to December 31, 
1969. Operations for 1969 resulted in 
a loss of $1,037,000, which reduced 
retained earnings to $1,025,000 as 
at December 31, 1969. 

Great Lakes is at present autho- 
rized to expand its capacity over a 
five year period to a throughput of 
734 million cubic feet daily, of which 
677 million will be transported to 
eastern Canada for the account of 
TransCanada; and 57 million cubic 
feet daily will be sold to Michigan 
Consolidated Gas Company, a sub- 
sidiary of American Natural Gas 
Company which also owns 50% of 
Great Lakes. During 1969 Great 
Lakes transported a total of 195 
billion cubic feet of gas, the bulk of 
which, 176 billion cubic feet (90.3%) 


Some geography in TransCanada’s 

future planning areas. 

1.British Mountains, Yukon Territory. 

2. Norman Wells, N.W.T. 

3. Rae, N.W.T. 

4. New construction in the north, Yellow- 
knife, N.W.T. 

5. Yellowknife, N.W.T. 

6. Inuvik, N.W.T. 

Right : Scrubbers for cleaning the natural 

gas stream at Maple, Ontario. 


was delivered to TransCanada for 
sale in eastern Canada. Sales mainly 
to Michigan Consolidated totalled 
15: billion cubic feet of gas. Great 
Lakes’ gas sales to Michigan Con- 
solidated Gas Company in 1969 
were valued at U.S. $6 million. 

Long term contracts were signed 
by Great Lakes in 1969, which in- 
volve the projected sale of 155,000,- 
000 cubic feet of gas daily to Natural 
Gas Pipeline Company of America, 
13,000,000 cubic feet daily to 
Michigan Wisconsin Pipe Line Com- 
pany and 13,000,000 cubic feet daily 
to Inter-City Gas Limited. Approval 
for these sales, which total 181,000,- 
OOO cubic feet daily, has been re- 
quested from the Federal Power 
Commission, Washington, D.C. Rev- 
enues to be derived from the sale 
of this gas are valued at US. 
$26,426,000 annually. In addition, 
Great Lakes also signed two one- 
year contracts in 1969 for the sale 
of 18,000,000 cubic feet daily. The 
value of the sale of this gas is U.S. 
$2.7 million. 

Construction by Great Lakes in 
1969, included the completion of 
two new compressor stations with 
a total of 25,000 horsepower and a 
total of 11,200 horsepower was add- 
ed to two other compressor sta- 
tions. At the end of the year Great 
Lakes was operating seven compres- 
sor stations with a total of 85,400 
horsepower. Three new stations with 
a total of 37,500 horsepower under 


construction, will be completed by 
Great Lakes in the spring of 1970. 
In addition, 40,600 horsepower will 
be added to the system during the 
summer and early fall of 1970. 


TransCanada GasProducts Ltd. 
TransCanada PipeLines and Dome 
Petroleum Limited have signed an 
agreement regarding the extraction 
of natural gas liquids from the Com- 
pany’s gas stream. The agreement 
covers arrangements for the proces- 
sing of a maximum volume of 1.5 
billion cubic feet of natural gas per 
day and for transporting and market- 
ing the liquid petroleum gases 
produced. The processing facilities 
will be owned by Dome Petroleum 
Limited and TransCanada GasProd- 
ucts Ltd., a wholly owned subsidiary 
of TransCanada PipeLines Limited. 
Subject to obtaining all necessary 
approvals and permits, it is expected 
that the Dome-GasProducts plant 
will be placed in operation in 1972. 
The extraction plant at Empress, 
Alberta, owned and operated by 
Pacific Petroleums Ltd. (‘the Pacific 
plant’) continued during 1969 to 
process the Company's gas stream. 
The Pacific plant will process 1.5 
billion cubic feet of natural gas per 
day after the Dome-GasProducts 
plant comes on stream. Pacific’s 
agreement with TransCanada is 
based on a payout concept, and 
after payout, benefits to Trans- 
Canada will increase substantially. 
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Ten year review 


Income (in thousands of dollars) 1969 1968 1967 1966 1965 1964 1963 1962 1961 1960 


Operating Revenues § 232.405 195,659 168,122 154,131. 180.973. 118,612 102 G73 87,834 77,108 49,157 
Operating Expenses 

Cost of gas sold and gathering charges 121,751 112,724 94,682 82,887 68,550 5/215 47,081 40,164 36,002 20,987 
Operation and maintenance 24,681 22,209 19,640 16,944 15,497 12159 10,124 7,785 7,501 5,599 
Transmission by others 22,845 4,416 — — — — _ _ — — 
Northern Ontario section of main line (1,095) (1,085) = {1,095} (1085) = (1085). (1.085) 5,611 11,415 9,853 7,431 
Depreciation 18,026 15,818 14,974 14,282 13,575 12,365 9,438 6,665 7,428 4.918 
Jaxes—provincial and municipal 3,987 3,209 2,/45 2,447 2,289 2491 1,991 1,835 1,743 1,816 


190,195 157,311 130,946 115,465 98,816 83,495 74,245 67,864 62,527 40,751 


Operating profit 42,210 38,348 37,176 38,666 38,157 06,117 28,278 19,970 14,581 8,406 
Financial expenses (net) 27044. 21014 (22.317). 22185 73,00) 228/74 18350 13904. (2005 tie 


Net income 14,866 17,274 14,859 16,501 14,170 13,243 8,928 6,066 2,076 (2,911) 
Provision for dividends on preferred shares . . . . 5,595 4.648 2,800 1,750 — _ _ _ — - 


Net income applicable to common shares . . . . 12,626 12,059 14,751 14,170 13,243 8,928 6,066 2,076 (27,911) 


Net income per common share 

On average shares outstanding during year . . . . 1.12 1.53 Al 1.86 : : : ‘ nO 
On shares outstanding December 31 1.12 “HS 1.46 1.19 ‘ 76 s : 00 
Dividends declared, per common share 7.00 1.00 iB i : : _ a _ 


ee er a etter ines et eet ets ele es ete aster leet enn Cr NS To tt oe e 
Balance sheet (in thousands of dollars) 


Plant, property and equipment 
$ 805,460 731,455 648,851 617,578 587,644 562,329 512,682 329,420 298,028 286,954 
678,941 620,025 553,051 536,250 520,074 507,840 470,177 306,503 281,558 277,590 
Annual additions 77,900 83,300 31,800 30,700 26,000 51,000 184,000 31,800 11,500 30,800 
Long term debt 386.542 350,026 965,424 . 359237 391,819 365,//8 3/6812 214319 222155 2a 

Shareholders’ equity 

231,302 230,762, 2 1/5539 171,604 ~ 102,262 95,453 60,832 50,344 45,833 43,75] 
15.65 1525 14.77 13.60 12.67 10.38 8.59 7.82 741 


a 
Statistics 


Miles of pipeline—including loop line 3,425 3,107 3,073 2,882 2750 2,604 2,339 2,340 2,340 
Compressor horsepower 753,660 710,560 643,360 574,160 545,060 523,510 363,810 270,910 196,510 148,585 
Gas sales volume Mmef 
605,040 515,959 438,994 401,037 358,286 316,718 271,090 237,259 210,428 127,518 
Maximum day, gas delivered for 
sale and transportation 2,298 2,045 1,694 1,356 1,249 1,196 94] 813 744 639 
Number of employees—average 1,209 1,121 1,014 954 918 872 805 7123 726 702 
Common shares outstanding December 31... . 8,285,717 8,258,776 8,232,749 8,225,499 7,594,735 7,534,529 5,861,383 5,861,183 5,861,183 5,861,183 
Shareholders, December 31 32,586 30472 35,241 33,829 30,107 32,009 31,864 32,931 35,686 
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“PipeLine’’/ Corporate Information 


“PipeLine”’ — the history of 
TransCanada 

With the issue of this annual report, 
the publication of the book “’Pipe- 
Line” is announced. 

This history of your company is 
the unique story of how Trans- 
Canada PipeLines came into being. 
It was written by a distinguished 
Canadian historian, Dr. William Kil- 
bourn, from company records and 
after personal interviews with nearly 
all the businessmen, political figures, 
public servants, company officials 
and others who were involved in the 
TransCanada project. ‘‘PipeLine”’ 
contains an account of the famous 
parliamentary debate and the peo- 
ple who took part. It tells how the 


natural gas pipeline which has had 
such a tremendous impact on the 
Canadian economy was financed 
and built. ““PipeLine’” also reviews 
TransCanada’s first ten years of 
Operation, and outlines the interest- 
ing story of the Great Lakes project 
which is now making increasing 
volumes of natural gas available to 
United States markets. 

Clarke, Irwin & Company Limited 
recognized the significance of the 
story and have published this inter- 
esting book. TransCanada PipeLines 
is pleased to advise that arrange- 
ments have been made so that every 
registered shareholder of the Com- 
pany who is interested in acquiring 
“PipeLine” may receive a copy. 


Corporate Information 


Executive Office 
150 Eglinton Avenue East, 
Toronto 12, Ontario 


Common shares 

Transfer agents 

Montreal Trust Company, 

Montreal, Toronto, Winnipeg, Regina, 
Calgary and Vancouver 


The First National City Bank of New York, 
New York 


Registrars 
National Trust Company, Limited, 
Toronto 


Bankers Trust Company, 
New York 


Preferred shares 

Transfer agents and Registrars, 
National Trust Company, Limited, 
Montreal, Toronto, Winnipeg, 
Calgary and Vancouver 


TransCanada PipeLines Limited, 

a Company incorporated by Special Act 
of the Parliament of Canada, owns and 
Operates 3,638 miles of gas transmission 
pipeline in Canada 


Subsidiaries (Wholly Owned) 
Alberta Inter-Field Gas Lines Limited, 
presently inactive 


Banner Petroleums Limited, 

Banner Petroleums (Western) Limited 
corporations carrying out oil and gas 
exploration in western Canada and 
Ontario 


International Pipeline Engineering 
Limited, 

a corporation carrying on the 

business of engineering, design, and 
supervision of construction of pipelines 
and associated facilities 


TransCanada GasProducts Ltd. 

a corporation which will own an interest 
in a gas extraction plant and related 
operations 


Western Pipe Lines 

a company incorporated by 

Special Act of the Parliament of Canada, 
holding certain lands in Canada 


Affiliate (50% owned) 

Great Lakes Gas Transmission Company, 
a Delaware corporation owning and 
operating a pipeline through the United 
States from Emerson, Manitoba to Sault 
Ste. Marie and Sarnia, Ontario 


Auditors 
Peat, Marwick, Mitchell & Co. 


